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SUBJECT: PHILIPPINE ECONOMIC NEGOTIATIONS 

1. JULY 1 1 NEGOTIATING SESSION OPENED AT 3:00 P.M. 

WITH VEGA AND ARNOLD CHAIRING RESPECTIVE PANELS. 

PRIOR TO FORMAL OPENING OF SESSION ARNOLD INFORMED 
VEGA HE WOULD WELCOME EARLY TERMINATION OF SESSION 

IN ORDER TO BID FAREWELL DEPARTING COMMERCIAL ATTACHE. 

2. VEGA BEGAN PRESENTATION BY DELIVERING PHILIPPINE 
LIST OF CONCESSIONS SOUGHT ON GSP BASIS, INDICATING 
THAT GSP CONCESSIONS WERE PRINCIPAL GOP INTEREST IN 
TRADE FIELD. VEGA ADDED THAT, IN ABSENCE OF SOME 
INDICATION U.S. COULD PROVIDE ASSURANCES OF ADVANCE 
IMPLEMENTATION OF GSP CONCESSIONS TO PHILIPPINES, GOP 
ANTICIPATED FURTHER NEGOTIATIONS AT THIS TIME WOULD NOT 
BE LIKELY TO PROVIDE CONSTRUCTIVE RESULTS. 

3. ARNOLD AGAIN INFORMED PHILIPPINE PANEL THAT U.S. 
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MUST IN THESE NEGOTIATIONS DEAL WITH TRADE MATTERS 
PRIMARILY IN A MFN FRAMEWORK AND THAT U.S. COULD MAKE 
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NO COMMITMENTS REGARDING GSP PRODUCT COVERAGE. ARNOLD 
ALSO NOTED IMPORTANCE TO OVERALL NEGOTIATIONS OF 
INVESTMENT AND OTHER NON-TRADE MATTERS. ARNOLD 
CONCLUDED THAT IN VIEW OF U.S. PANEL FURTHER NEGOTIATIONS 
OF POTENTIAL BENEFIT TO INTEREST OF BOTH 
COUNTRIES WERE POSSIBLE, BUT THAT U.S. DID NOT HAVE 
LEGISLATIVE AUTHORITY TO PROCEED ON BASIS GOP DESIRED. 

4. CHAIRMEN AGREED TO TERMINATE SESSION AFTER AN HOUR 
AND TO MEET AGAIN AT 3:00 P.M. ON JULY 12. 

5. AT JULY 12 MEETING U.S. CHAIRMAN READ INTO RECORD 
STATEMENT OFFERING U.S. VIEWS AS TO THE RELATIVE MERITS 
OF GSP AND MFN CONCESSIONS SO THAT THE PHILIPPINE PANEL 
WOULD HAVE THE BENEFIT OF FULL UNDERSTANDING OF THE U.S. 
POSITION. 

6. VEGA REPLIED THAT WHILE HE APPRECIATED RECEIVING THE 
U.S. STATEMENT, THE PHILIPPINE APPROACH WAS TO OBTAIN AS 
MUCH AS POSSIBLE VIA GSP ROUTE. WHAT WAS NOT POSSIBLE TO 
OBTAIN UNDER GSP THEY WOULD SEEK IN THE MTN. TO 
NEGOTIATE NOW ON A MFN BASIS, VEGA SAID WOULD 
UNDERMINE THE GOP APPROACH. 

7. IN REPLY ARNOLD INDICATED THAT WE HAD WANTED TO 

MAKE CERTAIN THAT THE PHILIPPINE PANEL CLEARLY UNDERSTOOD 
THE VALUE, PARTICULARLY IN TERMS OF ADVANCE 
IMPLEMENTATION, WHICH WE BELIEVED MFN TARIFF CUTS COULD 
HOLD FOR THE PHILIPPINES. 

8. ARNOLD THEN HANDED OVER PAPERS GIVING INITIAL U.S. 

PANEL OBSERVATIONS ON DRAFT SUBMISSIONS BY THE RP PANEL ON: 

A. SCIENTIFIC AND TECHNICAL COOPERATION; 

B. COOPERATION IN COPING WITH ACUTE SHORTAGES OF 
ENERGY, FOOD. AND FERTILIZERS; 

C. SHIPMENT IN RP CARRIERS OF US GOODS FINANCED 
BY USG FINANCIAL INSTITUTIONS; 

D. SUGAR QUOTA; 

E. RE-EXPORTS; AND 
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F. INDUSTIRAL COOPERATION 

ARNOLD ALSO HANDED OVER US TRADE REQUEST LISTS ON 
AGRICULTURAL AND INDUSTRIAL PRODUCTS. 

9. IN PRIVATE CONVERSATION PHILIPPINE CHAIRMAN 
OBSERVED THAT PHILS HAD MAJOR PROBLEMS WITH ONLY A FEW 
SECTORS OF U.S. DRAFT AND WITH RETAIL TRADE, NON- 
DISCRIMINATION, COMPENSATION FOR PROPERTY TAKEN AND 
NEW LIMITATIONS. HE SUGGESTED THAT THE DISCUSSIONS 
ADJOURN FOR THE WEEKEND SO THAT THE PHILIPPINE PANEL 
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COULD CONSULT WITH THEIR PRINCIPALS. 

10. NEXT MEETING OF TECHNICAL PANELS NOW SET FOR 
MONDAY, JULY 15 IMMEDIATELY FOLLOWING LUNCHEON TO BE 
HOSTED BY U.S. PANEL. SECRETARY VIRATA HAS INVITED 
MEMBERS OF BOTH PANELS FOR DINNER SUNDAY. 

SULLIVAN 
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